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BOSTON’S  FY03  BUDGET:  TIGHTER  BUT  STILL  FULL  SERVICE 


The  Mayor  and  City  Council  agreed  on  June  26'’’  to  an  operating  budget  for  fiscal  2003  that  totals  $1,826  billion,  an 
increase  of  $52.1  million  or  2.9%  over  fiscal  2002.  The  increase  is  sUghtly  less  than  the  fiscal  2002  general  fund  spending 
increase  of  3.0%  and  is  less  than  half  the  6.57o  increase  shown  in  fiscal  2001.  Grants  and  other  external  funds  of  at  least 
$367.5  miUion  are  expected  to  be  received. 


GENERAL  FUND  EXPENDITURES 


bringing  the  City's  all-funds  operating  budget  to 
$2,194  bilhon.  For  capital  purposes,  the  City  will 
approve  a five-year  capital  budget  totaling  $1,393 
biUion  and  issue  $75.0  million  in  general  obligation 
bonds. 


Several  months  ago,  the  Administration  forecast  a 
structural  gap  for  fiscal  2003  of  $50-$100  million 
due  to  stagnant  recurring  revenues  (apart  from 
property  tax  increases)  and  a projected  10%  cut  in 
state  aid.  In  response,  the  Mayor  submitted  a 
recommended  budget  on  April  10'^'’  that  showed 
scaled-back  departmental  spending  and  rehance 

on  $12.0  million  in  reserv'es  to  balance  the  budget  without  significant  impact  to  basic  services  or  the  City's  workforce.  In 
the  weeks  that  followed,  the  Administration  adjusted  its  estimates  of  state  aid  and  other  revenues  upw’ard  by  $41.3  miUion, 
creating  the  final  budget  that  was  approved  by  the  City  Council,  with  a total  increase  of  $52.1  million  over  fiscal  2002. 
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While  the  fiscal  2003  operating  budget  shows  a shght 
decrease  from  the  previous  year,  with  disciplined 
management,  the  City  can  provide  basic  service  delivery 
without  layoffs  and  dedicate  more  resources  to  priority 
areas.  The  $52.1  milhon  increase  over  fiscal  2002  will  be 
used  for  school  services,  new  refuse  contracts,  debt 
service  costs,  employee  benefits,  affordable  housing,  a 
reserve  for  collective  bargaining  and  other  departmental 
items.  Final  state  aid  for  Boston  will  depend  on  how  the 
Legislature  responds  to  a projected  $500-$600  milhon 
revenue  shortfall  for  the  state  in  fiscal  2003.  In  any  case, 
the  City  is  in  a strong  enough  fiscal  position  to  be  able  to 

withstand  a modest  revenue  adjustment.  Now  city  officials  must  effectively  manage  the  budget  to  ensure  efficient  dehvery 
of  services  and  full  implementation  of  the  planned  administrative  improvements. 
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General  fund  revenue  highlights  for  Fiscal  2003 

The  fiscal  2003  revenue  budget  totals  $1,826  billion,  an  increase  of  $52.1  million  or  2.9%  over  fiscal  2002.  The  net  property 
tax  is  $984.1  milhon  or  53.9%  of  all  general  fund  revenues.  State  aid  is  budgeted  at  $525.5  million  or  28.87o  of  the  total.  All 
other  revenues  total  $316.0  milhon  and  make  up  the  remaining  17.3%. 


Property  Tax  ' The  fiscal  2003  gross  property  tax  levy  is  budgeted  at  $1,019  bihion,  an  increase  of  $46.3  million  or  4.8% 
over  fiscal  2002.  Of  this  total,  the  annual  2'/2%  levy  increase  is  $24.3  million  and  taxable  new  growth  is  estimated  at  $22.0 
milhon.  As  a result  of  the  regional  economic  slowdown,  new  growth  revenue  is  $9.8  milhon  or  30.8%  less  than  the  fiscal 
2002  level.  However,  the  City  still  expects  to  post  net  property  tax  growth  of  $58.2  mihion  or  6.3%  in  fiscal  2003,  due  to 
its  decision  to  reduce  its  overlay  reserve  for  abatements  to  free  up  more  tax  revenue.  The  overlay  is  traditionally  set  at 
approximately  5.0%  of  the  gross  property  tax  levy.  However  for  fiscal  2003,  the  Administration  set  aside  3.4%  of  gross 
property  taxes  or  $34.4  mihion.  This  freed  up  an  additional  $11.9  milhon  in  property  tax  revenue. 

WHERE  THE  MONEY  COMES  FROM 
Figures  in  OOO's 


ACCOUNT 

Budget 

FY02 

Budget 

FY03 

Change 

% 

Change 

% of  Total 
FY03 

GROSS  PROPERTY  TAX 

$972,234 

$1,018,539 

$46,305 

4.8% 

55.8% 

OVERLAY  RESERVE 

(46,297) 

(34,443) 

11,854 

-25.6% 

-1.9% 

NET  PROPERTY  TAX 

$925,937 

$984,096 

$58,159 

6.3% 

53.9% 

JET  FUEL  EXCISE 

$14,300 

$15,500 

$1,200 

8.4% 

0.8% 

CHAPTER  121 A 

38,858 

40,844 

1,986 

5.1% 

2.2% 

HOTEL/MOTEL  EXCISE 

22,000 

24,600 

2,600 

1 1 .8% 

1.3% 

MOTOR  VEHICLE  EXCISE 

42,225 

35,505 

(6,720) 

-15.9% 

1.9% 

OTHER  TAX  REVENUES 

$117,383 

$116,449 

($934) 

-0.8% 

64% 

STATE  AID 

$550,452 

$525,510 

($24,942) 

-4.5% 

28.8% 

PARKING  FINES 

$56,300 

$57,650 

$1,350 

2.4% 

3.2% 

PILOTS 

18,928 

24,462 

5,534 

29.2% 

1.3% 

INVESTMENT  INCOME 

15,550 

15,443 

(107) 

-0.7% 

0.8% 

NON-RECURRING 

7,549 

17,624 

10,075 

133.5% 

1.0% 

MEDICAID  REIMS. 

12,000 

14,000 

2,000 

16.7% 

1.0% 

BUILDING  PERMITS 

14,000 

13,700 

(300) 

-2.1% 

0.8% 

LICENSES  & PERMITS 

10,654 

11,218 

564 

5.3% 

0.6% 

PARKING  METER  FEES 

10,000 

10,000 

0 

0.0% 

0.5% 

ALL  OTHERS 

34,703 

35,406 

703 

2.0% 

1.9% 

SUBTOTAL  OTHER 

$179,684 

$199,503 

$19,819 

11.0% 

10.9% 

GRAND  TOTAL 

$1,773,456 

$1,825,558 

$52,102 

2.9% 

100.0% 

State  Aid  ' The  Administration  budgeted  $525.5  mihion  in  state  aid  for  fiscal  2003,  a decrease  of  $24.9  mihion  or  4.5% 
from  the  local  aid  used  in  fiscal  2002.  This  amount  is  subject  to  change  unth  the  final  state  budget,  currently  in  conference 
committee,  is  passed.  Whhe  $525.5  milhon  is  substantiahy  less  than  the  fiscal  2002  level,  it  is  nonetheless  $40.5  mihion 
more  than  the  $485.0  mihion  projected  in  the  Mayor’s  Aprh  budget.  At  that  time,  the  Administration  anticipated  an 
across'the-board  10%  cut  in  state  aid  based  on  guidance  from  the  House  Ways  and  Means  Committee.  As  a result,  the 
Administration  planned  to  use  $12.0  mihion  in  reserves  to  balance  the  budget.  The  revised  estimate  has  ahowed  the 
Administration  to  forego  using  $12.0  mihion  of  its  reserves  and  to  increase  fiscal  2003  spending  by  an  additional  $28.3 
mihion. 


Other  Revenues  - Non-recurring  revenues  show  the  largest  increase  in  fiscal  2003  as  a result  of  the  transfer  of  $13.0 
mihion  from  the  sale  of  surplus  property,  including  avahable  proceeds  from  the  old  pohce  headquarters  on  Berkeley  Street. 
Payments  in  Lieu  of  Taxes  (PlLOTs)  show  a 29.2%  increase  over  the  prior  year  due  mainly  to  Massport’s  smaher-than- 
usual  payment  in  fiscal  2002.  Massport  wih  return  to  its  standard  payment  in  fiscal  2003.  Non-Massport  PILOT 
payments  show  a 15.9%  increase  over  fiscal  2002  due  to  expected  increases  in  renegotiated  agreements. 


General  Fund  Expenditure  Highlights  for  Fiscal  2003 

The  fiscal  2003  expense  budget  of  $1,826  billion  is  an  increase  of  $52.1  million  or  2.9%  over  fiscal  2002.  The  bulk  of 
Boston’s  general  fund  spending  is  allocated  among  a few  departments  or  services.  Just  five  budget  accounts  represent 
$1,383  biUion  or  75.8%  of  total  spending.  These  departments  and  services  include:  (1)  Schools  $650.0  miUion,  (2)  Employee 
Benefits  $249.5  miUion,  (3)  Pohce  $220.3  milhon,  (4)  Fire  $135.8  miUion,  (5)  Debt  Service  $127.0  miUion. 

Spending  for  Employees  ' Spending  for  personal  services  is  budgeted  at  approximately  $931.1  million  in  fiscal  2003, 
which  represents  51.0%  of  the  City’s  total  spending,  and  is  approximately  $41.1  million  or  4.67o  over  the  prior  year.  A new 
pohce  class  in  2003  will  add  $1.4  miUion  to  the  Police  Department  budget.  Spending  for  the  Fire  Department  will  increase 
by  $3.7  miUion  or  2.8%  to  accommodate  the  new  contract  for  Firefighters  Focal  718.  Most  employee  contracts  affecting 
approximately  7,500  city  employees  expired  on  June  30^'’  and  $8.0  miUion  was  added  to  the  budget  to  help  fund  new 
contract  costs.  The  Administration  is  also  pursuing  other  ways  to  control  spending  growth  in  personal  services.  An  Early 
Retirement  Incentive  program  was  recently  adopted  and  the  participation  of  up  to  370  city  employees  is  expected  to  save 
the  City  approximately  $2.0  miUion.  In  addition,  the  Administration  is  counting  on  the  reduction  of  some  positions 
through  attrition.  Success  for  each  wiU  require  discipUned  management, 

WHERE  THE  MONEY  GOES 
Figures  in  OOO's 


Budget 

Budget 

% 

% of  Total 

DEPARTMENT 

FY02 

FY03 

Change 

Change 

FY03 

SCHOOLS 

$573,475 

$579,127 

$5,652 

1 ,0% 

31.7% 

SCHOOL  EMPL.  BENEFITS 

66,254 

70,899 

4,645 

7.0% 

3.9% 

SUBTOTAL  SCHOOLS 

$639,729 

$650,026 

$10,297 

1 .6% 

35.6% 

EMPLOYEE  BENEFITS 

243,092 

249,532 

6,440 

2.6% 

13.7% 

POLICE 

219,907 

220,315 

408 

0.2% 

12.1% 

FIRE 

132,098 

135,820 

3,722 

2.8% 

7.4% 

ALL  OTHERS 

114,403 

1 1 1 ,983 

(2,420) 

-2.1% 

6,1% 

PUBLIC  WORKS/SNOW 

71,522 

80,473 

8,951 

12.5% 

4.4% 

PUB,  HLTH.  COMMISSION 

64,005 

63,897 

(108) 

-0.2% 

3.5% 

TRANSPORTATION 

31 ,244 

29,787 

(1,457) 

-4.7% 

1.6% 

LIBRARY 

28,701 

28,008 

(693) 

-2.4% 

1.5% 

CTR  FOR  YOUTH  AND  FAM.1 

N/A 

19,114 

19,114 

N/A 

1.0% 

NEIGHBORHOOD  DEVT. 

21,454 

16,797 

(4,657) 

-21.7% 

0.9% 

INSPECTIONAL  SERVICES 

13,308 

14,084 

776 

5.8% 

0.8% 

CITY  COUNCIL 

3,931 

3,731 

(200) 

-5.1% 

0.2% 

MAYOR’S  OFFICE  EXP, 

1,874 

1,694 

(180) 

-9.6% 

0.1% 

SUBTOTAL 

$1,585,268 

$1,625,261 

$39,993 

2.5% 

89.0% 

COUNTY 

$4,837 

$4,837 

$0 

0.0% 

0.3% 

DEBT  SERVICE 

115,840 

126,968 

11,128 

9.6% 

7.0% 

STATE  ASSESSMENTS 

67,511 

68,492 

981 

1.5% 

3.8% 

SUBTOTAL  MANDATORY 

$183,351 

$195,460 

$12,109 

6.6% 

10.7% 

GRAND  TOTAL 

$1,773,456 

$1,825,558 

$52,102 

2.9% 

100.0% 

1.  Boston  Center  for  Youth  and  Families  (BCYF)  was  established  via  the  merger  of  four  other  offices: 
Boston  2 to  6,  Community  Partnerships,  Recreation  Division,  and  Community  Centers 


Schools  ' The  School  Department  is  the  largest  departmental  budget  for  fiscal  2003  at  $650.0  miUion,  an  increase  of  $10.3 
miUion  or  1.6%  over  fiscal  2002.  Excluding  benefits,  which  are  not  included  in  other  departmental  budgets,  the  BPS 
budget  of  $579.1  miUion  is  an  increase  of  $5.7  miUion  or  1.0%  over  fiscal  2002.  The  added  resources  wiU  enable  the  School 
Department  to  restore  some  services  and  positions  originaUy  cut  for  budget  purposes  in  April.  Salaries  and  benefits  wiU 
increase  by  $7.4  miUion  over  fiscal  2002,  and  comprise  71.8%  of  the  School  Department’s  increased  spending.  The 
remaining  $2.9  miUion  or  28.2%  wiU  fund  needed  repair  and  maintenance  work. 


Debt  Service  ' The  City’s  debt  service  cost  will  increase  by  $11.1  million  or  9.6%  in  fiscal  2003.  This  increase  reflects  past 
ambitious  capital  commitments  by  the  City  that  required  the  sale  of  larger  bond  issues  in  recent  years  ' $120.0  million 
annually  from  fiscal  1999  to  fiscal  2001  and  $100.0  million  in  fiscal  2002.  This  year,  the  Administration  plans  to  reduce  its 
borrowing  to  $75.0  million  to  help  manage  its  costs.  Even  so,  debt  service  costs  in  fiscal  2003  wiU  slightly  surpass  the 
City’s  debt  management  standard  of  not  exceeding  7.0%  of  operating  expenses. 

Fiscal  2003  Happenings  Other  noteworthy  items  in  the  City’s  fiscal  2003  budget  include; 

• Public  Works  spending  will  increase  $9.0  miUion  or  12.5%  over  fiscal  2002  as  a result  of  the  higher  rates  for  the  new 
three  year  refuse  and  disposal  contracts  offset  somewhat  by  the  savings  from  the  takeover  of  streetlights  from  NSTAR. 

• The  City’s  affordable  housing  program  was  funded  by  $13.0  million  in  fiscal  2003  with  proceeds  from  the  sale  of  the  old 
pohce  headquarters  on  Berkeley  St.  ($10.4  milfion)  and  other  surplus  property  funds  ($2.6  million).  Not  clear  is  how 
this  $13.0  miUion  will  be  allocated.  These  funds  are  part  of  the  City’s  $33.0  million  Leading  the  Way  program.  The  City  has 
stated  that  the  initial  appropriation  of  $13.0  miUion  available  in  fiscal  2001  has  been  committed  to  specific  housing 
projects  or  programs.  However,  only  $9.2  miUion  of  that  amount  has  been  spent  to  date.  The  City  should  explain  why 
more  funds  have  not  been  spent. 

• The  Administration  is  attempting  to  consoUdate  similar  functions  in  order  to  improve  service  efficiency.  Youth  and 
family  oriented  programs  are  placed  under  one  management  structure  by  combining  four  offices  into  the  new  Boston 
Center  for  Youth  and  Families  (BCYF).  In  addition,  the  Administration  is  planning  to  align  pubUc  facilities  construction 
and  maintenance  activities  by  transferring  the  Capital  Construction  program  in  the  Department  of  Neighborhood 
Development  to  Property  Management  in  the  Basic  Services  Cabinet  and  renaming  it  the  Property  and  Construction 
Management  Department.  The  purported  benefits  of  these  departmental  changes  should  be  more  closely  examined  and 
balanced  against  their  financial  and  productivity  costs. 

• The  Administration’s  plan  to  privatize  its  towing  service  to  achieve  a savings  of  about  $2.0  miUion  has  been  delayed. 
However,  the  projected  savings  are  stiU  reflected  in  the  City’s  Transportation  Department  budget.  The  Administration 
will  need  to  reaUocate  funds  or  submit  a supplemental  order  to  the  City  Council  during  fiscal  2003  if  it  wants  to 
maintain  that  service  with  city  funds. 


GRANT  FUNDS 

In  addition  to  the  general  fund,  $367.5  miUion  in  grant  funds  is  expected  to  be  received  in  fiscal  2003.  Three  departments  ' 
Schools,  Suffolk  County  Sheriff  and  Neighborhood  Development  ' are  expected  to  receive  80.4%  of  the  total  grants 
available.  Grant  funds  have  increa.sed  by  $10.8  miUion  or  3.0%  since  fiscal  2001. 


THE  CAPITAL  PLAN 

Boston’s  fiscal  2003  five  year  (FY  2003'2007)  capital  budget 
totals  $1,393  billion,  a 6.07o  reduction  from  the  prior  five-year 
plan.  The  City’s  general  obUgation  borrowing  wiU  finance 
60%  of  the  total  with  state,  federal,  trust  and  other  funds 
providing  the  balance.  In  fiscal  2003,  capital  work  financed  by 
city  funds  is  budgeted  at  $146.7  miUion  and  is  driven  by  school 
projects.  Of  the  total,  63.1%  is  aUocated  for  school  purposes 
including  the  building  of  three  new  schools.  Other  purposes 
for  city  capital  funds  include  parks  and  recreation  at  10.1%, 
public  works  at  7.4%  and  fire  at  5.6%.  The  projection  for 
capital  work  funded  by  city  bonds  totals  $86.9  miUion. 
However,  in  anticipation  of  normal  planning  and  construction 
delays,  the  City  expects  to  spend  $75.0  milUon  this  year  and 


CAPITAL  SPENDING  FROM  CITY  FUNDS 
FY2003 


DEPARTMENT 

Amount 

% of  Total 

SCHOOLS 

$92,576* 

63.1% 

PARKS  AND  RECREATION 

14,829 

10.1% 

PUBLIC  WORKS 

10,881 

7.4% 

FIRE 

8,160 

5.6% 

NEIGHBORHOOD  DEVELOPMENT 

6,692 

4.6% 

PUBLIC  HEALTH  COMMISSION 

4,124 

2.8% 

LIBRARY 

3,787 

2.6% 

PROPERTY/CONSTRUCTION  MGT. 

990 

0.7% 

TRANSPORTATION 

890 

0.6% 

MANAGEMENT  INFO.  SERVICES 

225 

0.1% 

OTHER 

3,577 

2.4% 

TOTAL 

$146,731 

100.0% 

•Includes  $59.7  million  for  three  new  schools. 


will  issue  General  Obligation  bonds  for  that  amount.  For  the  three  new  schools  in  fiscal  2003,  the  City  wiU  issue  Bond 
Anticipation  Notes  (BANs)  for  $34.0  miUion  to  complete  the  three-year  short-term  financing.  Based  on  these 
authorizations,  the  City  plans  to  spend  $59.7  miUion  this  fiscal  year.  These  three  schools  wiU  open  in  September  2003. 


